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: Abstract (Article Summary) 

The ruling in "Paramount Communications vs QVC Network" refined the Delaware judiciary's understanding of 
what circumstances legally constitute a change of control. The lawsuit was launched by Paramount as a defensive 
measure against hostile overtures from QVC Network. 

Copyright Harvard Society for Law and Public Policy Summer 1994 

REFINING THE ©REVLON DOCTRINE'S APPLICABILITY TO CHANGES OF CONTROL: Paramount 
Communications, Inc. v. QVC Network, Inc., 637 A.2d 34 (Del. 1993). 

In late 1993, Paramount Communications was the object of a takeover contest that has significantly affected the 
development of Delaware corporate law. In response to hostile overtures from QVC Network, Paramount 
implemented defensive measures of unprecedented magnitude. In Paramount Communications v. QVC 
Network(1), QVC challenged the legality of Paramount's defensive measures. The Supreme Court of Delaware, 
applying the analysis of @ Revlon v. MacAndrews,(2) affirmed a lower court's ruling that invalidated most of 
Paramount's defensive mechanisms. Although the Delaware Supreme Court had understandable reasons for 
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pronouncing that its decision established no generally applicable legal principles, QVC Network nonetheless 
significantly contributes to the development of Delaware corporate law in three ways. First, this holding marks the 
Delaware judiciary's explicit rejection of the argument that only the imminent break-up of a corporate entity will 
trigger heightened fiduciary duties under @Revlon. In rejecting this argument the Court consequently ruled that 
there exist certain circumstances under which a change of control will trigger @Revlon duties. This ruling gives rise 
to the holding's second contribution to Delaware corporate law: a refinement of the Delaware judiciary's 
understanding of what circumstances legally constitute a change of control. With these principles established, the 
Court's holding makes a third and continuing contribution: progress toward understanding exactly what 
circumstances involving an effective change of control trigger duties under @Revlon . These three contributions 
constitute an important legal precedent that will significantly affect both the development of Delaware corporate 
law and the future decisions of corporate boards contemplating strategic combinations. 

In 1983 Paramount Communications embarked upon a new strategic restructuring plan.(3) The long-term goal of 
this plan was the strategic expansion of Paramount into a leading force in the rapidly evolving communications and 
entertainment industry.(4) Consistent with this ambition, Paramount in 1989 initiated a tender offer for control of 
?lTime. Inc. (5) Although this takeover attempt was ultimately unsuccessful, Paramount's management continued 
its expansionary strategy through mergers and acquisitions. (6) In 1993 Paramount's financial advisors brought to 
its attention the possibility of a strategic combination with ©Viacom, Inc. (7) Despite the breakdown of early 
negotiations, Paramount and @Viacom pursued negotiations in earnest through September of 1993.(8) 

On September 12, 1993, Paramount's board of directors unanimously approved a merger plan known as the 
"Original Merger Agreement." This agreement provided for Paramount's merger with and into ©Viacom . (9) The 
agreement further provided that Paramount's board would amend its company's "poison pill" rights agreement(IO) 
to exempt the execution of the proposed merger with @Viacom .(11) Finally, to frustrate potential competing bids, 
the agreement implemented several mechanisms designed to inhibit such competition. These mechanisms 
included a No-Shop Provision, a Termination Fee Provision and a Stock Option Agreement. 

The No-Shop Provision prohibited the Paramount board from discussing, negotiating or endorsing any competing 
transaction unless two conditions were satisfied. (12) The first condition required that a third party make "an 
unsolicited written, bona fide proposal [that] is not subject to any material contingencies relating to financing."(13) 
The second condition required that Paramount's board determine (with the advice of counsel) that the board's 
fiduciary obligations required negotiations with the third party. 

The Termination Fee Provision obligated Paramount to pay ©Viacom a $100 million termination fee should one of 
the following three contingencies occur: first, Paramount's termination of the Original Merger Agreement in favor of 
a competing transaction; secondly, the failure of Paramount's stockholders to approve the SJViacom merger; or 
thirdly, the Paramount board's recommendation of a competing transactional 4) 

The Stock Option Agreement granted to ©Viacom an option to purchase approximately 1 9.9 percent of 
Paramount's outstanding common stock at a price of $69.14 per share, should any of the triggering contingencies 
for the Termination Fee Provision occur.(15) In addition to these customary stock option terms, the Stock Option 
Agreement contained two unusual provisions. First, a "note feature" permitted @Viacom to pay for the shares with 
a senior subordinated note instead of cash. (16) Secondly, a "put feature" empowered @Viacom to require 
Paramount to pay © Viacom an amount in cash equal to the difference between the purchase price and the 
market price of Paramount's shares. (17) 

On September 12th Paramount and ©Viacom publicly announced the execution of the Original Merger 
Agreement^ 8) Officers of the two companies carefully stressed that Paramount was for sale only to ©Viacom 
and that other bids were unwelcome. (19) £ iViacom 's Chief Executive Officer, Sumner Redstone, suspected that 
QVC was contemplating a competing bid. He personally telephoned QVC's Chief Executive Officer, Barry Diller, to 
discourage Diller from making such a bid for Paramount.(20) 

These admonitions did not deter QVC. On September 20, QVC proposed an acquisition of Paramount at a total 
package price of $80 per share. (21) At a Paramount board meeting on September 27, Paramount CEO Martin 
Davis explained that Paramount would proceed with the @ Viacom merger despite the fact that the market value 
(per share) of QVC's proposal was $1 8.35 higher than the market value (per share) of the @Viacom deal. (22) In 
response, QVC on October 27 commenced a tender offer for Paramount's shares. Under the terms of the tender 
offer QVC would pay $80 in cash for fifty-one percent of Paramount's outstanding shares, and would acquire the 
remaining shares in a second-step merger.(23) 
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©Viacom then raised its own bid for Paramount. On October 24, ©Viacom and Paramount entered into an 
Amended Merger Agreement. This agreement provided that ©Viacom would launch a tender offer for fifty-one 
percent of Paramount's stock at $80 per share, to be followed by a second-step merger.(24) Under this 
agreement the defensive measures designed to inhibit competing bids remained in force,(25) On November 6, 
©Viacom unilaterally raised its tender offer price to $85 per share of Paramount stock.(26) 

On November 12 QVC escalated the bidding and increased its tender offer price to $90 per share of Paramount 
stock.(27) The total value of QVC's proposed tender offer and second-step merger was at this point $1 .3 billion 
greater than the value of the ©Viacom agreement.(28) Nonetheless, on November 15, Paramount's board 
determined that QVC's new offer was not in the best interests of Paramount's stockholders. Paramount's board 
based this conclusion on management's qualitative judgement that the ^Viacom transaction would provide 
greater benefit to Paramount's shareholders in the long run.(29) Paramount's board also accepted management's 
description of QVC's bid as excessively conditional, yet made no effort to obtain the additional information needed 
to test the accuracy of that characterization.(30) 

On November 16, QVC petitioned the Delaware Court of Chancery to enjoin the £ §Viacom tender offer and 
invalidate Paramount's antitakeover mechanisms. QVC contended that Paramount's directors had violated their 
fiduciary duties. QVC argued that the proposed ©Viacom merger's effective transfer of control from the 
Paramount shareholders to © Viacom 's majority shareholder, Sumner Redstone, subjected Paramount to the 
"level playing field" duties(31) articulated in @Revlon v. MacAndrews.(32) 

QVC further argued that Paramount's directors were not adequately informed in their decision making, (33) and 
that Paramount's defensive measures were disproportionate. (34) Paramount responded by asserting that the 
proposed merger with ^Viacom represented the fulfillment of a long-term business strategy. Paramount provided 
various reasons why the proposed merger with © Viacom would provide Paramount's shareholders with greater 
long-term value than QVC's proposed transaction. (35) Relying on the precedent of Paramount Communications v. 
Time,(36) Paramount argued that the business judgement rule should apply to this pursuit of a long-term 
corporate strategy. 

The chancery court granted QVC's request for injunctive relief. It ruled that the change of control in the ©Viacom 
transaction indeed triggered duties under ©Rey!on.(37) Although the chancery court declined to address whether 
all changes of control trigger @ Revlon duties,(38) the court held that Paramount's shareholders were entitled to 
choose for themselves whether to accept the higher immediate premium that the QVC transaction afforded. (39) 
The court emphasized that the QVC transaction would transfer absolute control of the merged entity to one 
individual, ©Viacom 's Sumner Redstone, who would have the power to alter the long-term corporate strategy that 
the QVC transaction was designed to promote. Because the QVC transaction included no structural protections of 
the current Paramount shareholders' continuity, the court concluded that the shareholders were entitled to the 
fiduciary protection that underlie @ Revlon duties. 

The court then held that proper fulfillment of Paramount's @ Revlon duties entailed a demonstration that the 
Paramount board's decision regarding long-term value was adequately informed.(40) After finding that 
Paramount's board violated its heightened duty to obtain reliable information, (41) the court invalidated the board's 
exemption of ©Viacom from Paramount's "poison pill" rights plan. (42) The court also disallowed the Stock Option 
Agreement, but ruled that the Termination Fee Provision constituted reasonable compensation for ^ Viacom 's 
efforts in pursuing an unconsummated transaction. (43) 

The Supreme Court of Delaware, in an opinion by Chief Justice Veasey, unanimously upheld the decision of the 
chancery court.(44) The court began its analysis with an examination of the fundamental fiduciary duties that 
govern directors in situations involving a change of control. (45) The Court concluded that the proposed @ Viacom 
transaction constituted an effective change of control that mandated enhanced fiduciary protection of the 
stockholders' interests.(46) Such fiduciary protection required the company's directors to exercise special 
diligence(47) in acquiring the information(48) necessary to maximize the value reasonably available for the 
stockholders.(49) 

The Court applied this doctrine and rejected Paramount's crucial contention that ©Time rather than @Revlon 
governed the case.(50) Through a close reading of the text of jj jRevlon and its progeny(51) the Court concluded 
that a change of corporate control may implicate SlRevlon duties. The Court distinguished ©Time from © Revlon 
by pointing out the @Time court's finding that no change of control was involved in the original merger between 
( iTime and Warner.(52) The Court explicitly rejected Paramount's crucial contention that only the imminent 
break-up of a corporate entity will trigger ©Revlon duties. (53) The Court upheld the Chancellor's findings that the 
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Paramount directors had breached their fiduciary duties. 

At several points in its opinion the Delaware Supreme Court declared that its decision laid down no generally 
applicable rule.(54) There are several reasons underlying the court's characterization of its decision as one limited 
to the facts of the case then before it. The first reason involves the Court's reluctance to antagonize corporate 
boards through the annunciation of sweeping limitations on the judiciary's deference to business judgment.(55) 
This reluctance furthers the Delaware legislature's established policy of fostering a legal climate conducive to 
corporate enterprise. (56) The second reason relates directly to the credibility of the Delaware judiciary.(57) A 
generally applicable retreat from the Delaware Supreme Court's recent ruling in ©Time would have severely 
undermined the Delaware judiciary's reputation as the common law's most reliable arbiter of corporate law 
principles. 

These considerations render understandable the Court's pronouncement that its decision established no generally 
applicable rule. Yet, despite such rhetoric, the Court's decision makes several significant contributions to the 
development of Delaware corporate law. Although the Court deliberately left unanswered the question whether a 
change of control will in all circumstances trigger ©Revlon duties, the Court explicitly ruled that M fT\me does not 
apply to certain situations involving an effective change of corporate control. Following QVC Network, an assertion 
of the existence of a strategic alliance will not exempt corporate boards from duties under ©Revlon when the 
transaction in question involves an effective change of control from a fluid aggregation of public stockholders to an 
individual dominating shareholder. 

The Court's holding in QVC Network makes three significant contributions to Delaware's law of corporate 
governance. First, the holding explicitly rejects the argument that ©Time narrowed the universe of 
ji lRevlon -triggering events to include only the imminent break-up of a corporate entity. As a consequence of this 
rejection, the Court ruled that certain circumstances involving a legal change of control will trigger duties under 
Revlon. The Court's ruling on this point necessitated the holding's second significant contribution: a refinement of 
the Delaware judiciary's understanding of the circumstances that constitute a legal change of control. Finally, the 
Court's holding takes an important step towards a complete understanding of exactly what circumstances involving 
an effective change of control will trigger duties under ©Revlon. QVC Network's important role in this continuing 
inquiry marks the holding's third significant contribution to the development of Delaware corporate law. 

The first significant feature of the Court's holding was its rejection of the contention that only the imminent 
break-up of a corporate entity triggers duties under ©Revlon. Prior to QVC Network many observers had posited 
that the Court's decision in ©Time had limited the universe of © Revlon -triggering circumstances to include only 
the inevitable dissolution of a corporate entity.(58) At the foundation of this contention stood the theory that the 
Delaware Supreme Court intended © Revlon to apply only to transactions involving the inevitable break-up of a 
company.(59) According to this hypothesis, the Delaware Chancery Court misinterpreted the ©Revlon decision by 
ruling in subsequent cases(60) that changes of control had triggered @ Revlon duties.(61) In keeping with this 
theory, Paramount contended that the Original Merger Agreement did not trigger ©Revlon duties, because it 
involved no inevitable breakup. 

The Delaware Supreme Court correctly rejected this contention for two reasons. The first reason is that the plain 
text of the relevant precedents does not support the contention that an inevitable break-up is necessary. l lRevlon 
disjunctively states that it is a violation of fiduciary duties for directors to favor one contending faction "when bidders 
make relatively similar offers or the dissolution of the company becomes inevitable."(62) There thus exist 
circumstances other than an inevitable break-up that trigger duties under I ^Revlon . The text of C^Time further 
clarifies this point. Although the Court in Slime narrowly characterized ©Revlon's bidding possibility as "when a 
corporation initiates an active bidding process seeking to sell itself," the Court expressly considered the bidding 
and break-up possibilities "without excluding other possibilities."(63) The relevant precedents thus clearly allow for 
the implication of ©Revlon duties in cases not involving the inevitable break-up of a corporate entity. 

Secondly, there exist sound policy reasons for the application of ©Revlon duties to at least some situations 
involving a change of corporate control. Such transactions constitute a fundamental reorganization of a 
corporation's dominating ownership. This warrants a heightening of both the fiduciary protection of shareholders 
and the standard of scrutiny under which courts examine such transactions. 

Having established that some circumstances involving an effective change of control will implicate duties under 
©Revlon, the court refined its understanding of what constitutes a change of control as a matter of law. This 
refinement of the legal definition of a change of control is QVC Netwqrk's second significant contribution to the 
development of Delaware corporate law. Analogizing to the facts of ©Time , Paramount contended that the 



4 of 9 



10/7/03 1:02 PM 



Article View 



wysiwyg://63/http://proquest.u^ 



proposed transaction with ©Viacom did not constitute a legal change of control. According to Paramount, the 
most important characteristic of the agreement with i SViacom was not the effective transfer of control but rather 
the consummation of a long-term strategic alliance that was in the best interests of the stockholders. 

The Court correctly rejected this contention.(64) Paramount had phrased its argument in terms of the best 
long-term interests of Paramount's diffuse stockholders. Yet the proposed transaction would have denied the 
stockholders the power to effectuate policies that they believe to be in their best interests. Prior to the proposed 
transaction, Paramount's stockholders could have pooled their voting power to effectuate policies (through the 
election of directors) that the shareholders deemed to be in their best interests. The proposed transaction would 
have removed this power from the shareholders and placed it in the exclusive hands of @Viacom 's Sumner 
Redstone. Redstone's power over the merged entity's corporate policy would have been so broad that Redstone 
could have singlehandedly altered the strategic vision that the merger agreement purported to further. Viewed in 
this light the proposed transaction with ©Viacom clearly warranted the heightened fiduciary protection required in 
transactions involving less complicated changes of control. The Court thus correctly concluded that an effective 
transfer of corporate power from diffuse public stockholders to one dominating stockholder constitutes a legal 
change of control, regardless of any assertion of the existence of a strategic alliance. 

This scenario represents one set of circumstances under which a takeover transaction constitutes a change of 
control triggering © Revlon duties. The Court's conclusion left open the general question of exactly what 
circumstances constitute a change of control for the purpose of triggering ©Revlon duties. Nonetheless QVC 
Network took an important step toward a more thorough understanding of the universe of @Revlon- triggering 
events. The case's contribution to this continuing inquiry constitutes a third important contribution to the 
development of Delaware corporate law. 

Since the decision in QVC Network the Delaware judiciary has continued its inquiry into what circumstances 
involving an effective change of control trigger duties under © Revlon . In the recent case of Arnold v. Society for 
Savings Bancorp(65) the chancery court recognized QVC Network as an important precedent in this continuing 
inquiry. Arnold involved the merger of a Bank of Boston subsidiary into Bancorp, a publicly owned Delaware 
corporation. The merger resulted in Bank of Boston's ownership of one hundred percent of the merged entity's 
stock.(66) Robert Arnold, a minor shareholder in Bancorp, filed suit to enjoin the merger. He argued that the 
proposed merger triggered duties under © Revlon , and maintained that Bancorp's board breached its ©Revlon 
duties by rejecting other merger bids. (67) 

The chancery court rejected Arnold's ©Revlon claims.(68) Vice Chancellor Chandler ruled that ©Revlon duties 
did not apply to Bancorp's directors because the merger in question did not constitute a legal change of control. 
Unlike Paramount's proposed merger with ©Viacom, in which one individual would exert exclusive control of the 
merged entity, the Bancorp transaction placed ownership of the merged entity in a corporation owned by a fluid 
aggregate of public shareholders. Noting this contrast, Vice Chancellor Chandler cited QVC Network to 
emphasize that unlike the proposed ©Viacom transaction, the Bancorp merger did not threaten the continuity of 
the shareholders in the merged entity and therefore it did not constitute a change of control for the purpose of 
triggering duties under @Revlon .(69) 

Arnold demonstrates the important position that QVC Network holds in the Delaware judiciary's evolving 
understanding of what circumstances as a matter of law constitute a change of control for the purpose of 
triggering i lRevlon duties. In QVC Network, the Delaware Supreme Court ruled that an effective transfer of 
control to a controlling stockholder constitutes a legal change of control that triggers duties under @ Revlon 
(despite any assertion of a strategic alliance). In Arnold, the chancery court answered 

question that the decision in QVC Network had opened. When there is an effective transfer of control to a fluid 
aggregate of unaffiliated public stockholders, Arnold held, there is no legal change of control and @Revlon duties 
do not apply.(70) 

Despite the Delaware Supreme Court's statement that its decision in QVC Network established no generally 
applicable rule, QVC Network will continue to affect both the development of Delaware corporate law and the 
practice of business in corporate America. Arnold suggests that the Delaware judiciary regards QVC Network as 
having significant precedential value for cases involving strategic combinations that effect transfers of corporate 
control. The business community, meanwhile, will look to QVC Network's refinements of the applicability of 
©Revlon duties when considering the implementation of corporate strategies that involve mergers and 
acquisitions. 
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I. 637 A.2d 34 (Del. 1993). 

2. 506 A.2d 173 (Del. 1985) (holding that once a corporation's board of directors resigns itself to an effective sale 
of the corporate entity, the board is fiducially bound to treat all bidders equally and obtain the highest price for the 
shareholders). 

3. See QVC Network, Inc. v. Paramount Communications, Inc., 635 A.2d 1245, 1248 (Del. Ch. 1993), affd, 637 
A.2d 34 (Del. 1993). 

4. See id. 

5. See Paramount Communications, Inc. v. ©Time Inc. , 571 A.2d 1140 (Del. 1990). 

6. See QVC Network, 635 A.2d at 1248. Between 1989 and 1993 Paramount's management evaluated several 
possible strategic combinations with other media companies. 

7. See id. Paramount had considered the possibility of strategic combination with © Viacom as early as 1990. 
Recent exploration of such a transaction began on April 20, 1993. 

8. See id. at 1248-49. 

9. See id. at 1250. Under the terms of the Original Merger Agreement each share of Paramount common stock 
would be converted into a basket of ©Viacom Class A voting stock, Class B non-voting stock and $9.10 in cash, 
valued at $69.14 per share. The Original Merger Agreement contained no "collar" provision or other protection 
against a decline in the market price of © Viacom 's stock. 

10. A poison pill is a defensive tactic used by a company that is a target of an unwanted takeover attempt. Poison 
pills generally make the company's shares or financial condition less attractive to an unwanted potential acquirer. 
Under a rights agreement, a commonly used poison pill, the target issues to shareholders rights that are 
redeemable for a substantial premium in the event of a takeover. The redemption of the rights disburses much of 
the corporate treasury to the shareholders, depleting the value of the corporate entity that the hostile suitor would 
acquire. 

I I . See QVC Network, 635 A.2d at 1 251 . 

12. See QVC Network, 637 A.2d at 39. 

13. Id. 

14. See id. 

1 5. See id. The Stock Option Agreement granted to ©Viacom an option to purchase exactly 23,699,000 shares of 
Paramount's common stock, should a triggering contingency occur. 

16. See id. This note feature enabled © Viacom to execute its stock option without having to raise the $1 .6 billion 
purchase price. 

17. See id. The put feature's use of a variable (the price of Paramount's stock) to compute the buyout amount 
resulted in there being no limit to the maximum dollar value of © Viacom 's stock option. 

18. See id. 

19. See id. 

20. See id. 

21 . See id. QVC proposed a merger in which each share of Paramount stock would be exchanged for a package 
consisting of 0.893 shares of QVC common stock and $30 in cash. 

22. See id. at 39-40. As of Friday, September 24, the QVC proposal had a market value of $83.80 per share, as 
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compared to the S Viacom deal's market value of $65.45. 

23. See id at 40. In the second-step merger QVC would convert each share of Paramount stock into 1 1 .42857 
shares of QVC common stock. The value of this conversion was $80.71 per share of Paramount stock. 

24. See id. at 40-41. 

25. See id at 40. The Amended Merger Agreement granted to Paramount the right not to exempt © Viacom from 
its "poison pill" Rights Agreement in the event the Paramount Board determined that such an amendment would 
violate its fiduciary duties. Paramount was also granted the right to terminate the Amended Merger Agreement if 
Paramount withdrew its recommendation of the ^ Viacom transaction or recommended a competing transaction. 
The No-Shop Provision, the Termination Fee Provision and the Stock Option Agreement nonetheless remained 
in force. 

26. See id. at 41 . SVjacom also offered a comparable increase in the value of the securities offered as the 
consideration for the second-step merger. 

27. See id. 

28. See QVC Network, 635 A.2d at 1256. The total value of QVC's proposed transaction was approximately $10.8 
billion, compared to the $9.5 billion value of the QVC agreement 

29. Sec id. at 1257-58. At the November 15 board meeting Paramount's financial advisors (Lazard Freres & 
Company) applied a weighted average multiple analysis to value the QVC and tD Viacom offers at $80.01 and 
$74.29, respectively. Their presentation emphasized that such an analysis does not encompass the long-term 
synergistic or cost-saving effects of a particular merger. The financial advisors did not attempt a quantitative 
analysis of such effects. 

30. See id. Management's presentation to the Paramount board at the November 15 meeting emphasized 
conditions of the QVC offer omitted disclosure of similar conditions in the ^Viacom offer. The Paramount board 
consequently concluded that QVC's offer was not a "bona fide" proposal and therefore surmised that the No-Shop 
Provision prohibited the acquisition of additional information from QVC. 

31. See id. at 1261. 

32. 506 A.2d 173 (Del. 1985). 

33. QVC argued that Paramount's directors had failed to observe their fiduciary duties to exercise due care and 
make an adequately informed decision according to the guidelines established in Smith v. Van Gorkom, 488 A.2d 
858 (Del. 1985). 

34. QVC contended that Paramount's defensive mechanisms were unreasonable and disproportionate under the 
enhanced level of scrutiny mandated bv ©Unocal Corp. v. Mesa Petroleum Co., 493 A.2d 946 (Del. 1985). 

35. See QVC Network, 635 A.2d at 1263. Paramount advanced the following reasons as to why the ©Viacom 
transaction would provide greater long-term value: first, that ©Viacom would bring only one line of business to a 
merger; secondly, that the merged entity would consist mostly of Paramount assets that would not generate 
sufficient earnings to sustain the acquisition price; thirdly, that the high value of the "second-step' portion of the 
QVC transaction was due to market perception of QVC's prospects of acquiring Paramount; and fourthly, that the 
QVC offer was highly conditional. 

36. 571 A.2d 1140 (Del. 1990) (holding that ^Time 's approval of a merger transaction with Warner 
Communications did not implicate ©Revlon duties because the merger furthered a long-term business strategy 
designed to preserve ©Time 's unique "corporate culture"). 

37. See QVC Network, 635 A.2d at 1265. 

38. See id. Observing that it remains an open question whether "a change in control will in all circumstances 
trigger duties under ^Revlon " the court declared that "it is unnecessary and inappropriate to resolve that question 
on a doctrinal level." 
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39. See id. at 1266. 

40. See id. at 1267-68 citing Barkan v. Amsted Indus., 567 A.2d 1279, 1287 (Del. 1989). 

41 . See QVC Network, 635 A.2d at 1268-70. 

42. See id. at 1270. 

43. See id. at 1270-72. 

44. Paramont Communications, Inc. v. QVC Network, Inc., 637 A.2d 34 (Del. 1993). Chief Justice Veasey 
delivered an opinion in which Justices Moore and Holland joined. 

45. See id. at 41 -45. 

46. See id at 43. The court emphasized that Paramount's fluid aggregation of unaffiliated stockholders would 
transfer control of Paramount to one individual (^ Viacom 's Sumner Redstone) who would have power to alter the 
long-term vision that the ©Viacom transaction purportedly would further. Consequently Paramount's directors had 
a fiduciary duty to obtain either a control premium or structural protections of the stockholders' interests. 

47. See Citron v Fairchild Camera and Instrument Corp., 569 A.2d 53, 66 (Del. 1989). 

48. See Barkan v Amsted Indus., Inc., 567 A.2d 1279, 1287 (Del. 1986). 

49. See Mills Acquisition Co. v. Macmillan, Inc., 559 A.2d 1261, 1288 (Del. 1989). The court's concept of "value" 
does not limit a board of directors to consider only the amount of cash involved. Id. at 1282 n.29. A board may take 
into account non-cash value and other practical considerations provided that the board has evaluated all material 
information reasonably available. QVC Network, 637 A.2d at 44-45. 

50. See QVC Network, 637 A.2d at 46-48. 

51. See id. The Court examined the following cases: Barkan v. Amsted Indus., Inc., 567 A.2d. 1297 (Del. 1989); 
Paramount Communications, Inc. v. @Time, Inc. , 571 A.2d 1 140 (Del. 1989); Mills Acquisition Co. v. Macmillan, 
Inc., 559 A.2d 1261 (Del. 1988); Moran v. Household Int'l, Inc., 500 A.2d 1346 (Del. 1985); @Revlon v. 
MacAndrews, 506 A.2d 173 (Del. 1985); and ©Unocal Corp. v. Mesa Petroleum Co., 493 A.2d 946 (Del. 1985). 

52. See © Time . 571 A.2d at 1 149. 

5S. See QVC Network, 637 A.2d at 45-48. 
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"I had an instance on a split-level, three-bedroom in North Syosset where an owner accepted an offer and it fell 
through," Mr. (Ed) Gitlin said. "Then they accepted another offer as a backup and that fell through, and now they 
have another offer that they've accepted with two backups." 

But the phenomenon is more than a measure of demand; like a self-fulfilling prophecy, it is a spur to further 
demand. And so, with buyers virtually lining up (in one instance on Long Island actually waiting in the next room), 
sellers are holding off on signing contracts, even after their asking price has been met. Buyers are taking 
worrisome risks by dropping standard contract clauses - like those that make the deal contingent on the results of 
an engineer's inspection, or even on the ability to secure a mortgage then feeling betrayed when a deal they 
thought was done collapses. And all the parties, even the brokers nursing clients through the process only to see 
commissions slip away, are being discombobulated. 

Because he had signed a binder, Mr. (Julius) Kahn could not accept the second offer. But after all the inspections 
and engineering reports had been completed, the first buyer began making more demands. "They wanted me to 
take out asbestos insulation around the pipes in the garage, to repair concrete around the house," Mr. Kahn said. 
"They wanted a second engineering inspection, but it would be after the terms of the binder expired." During those 
negotiations, the second buyer found another house. 
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Abstract (Basic) : WO 2002103477 A2 

NOVELTY - The system includes an interface module to provide a user 
interface between a seller and a bidder. A transaction module coupled 
for communication to the interface module manages transactions 
associated with moves made by the seller and the bidder in conjunction 
with a sale of an item by the seller. A mechanism module coupled to the 
transaction module defines at least one auction rule. The transaction 
module carries out transactions according to the auction rule. The 
mechanism module comprises rule defining programming associated with 
temporal negotiation transactions. 

USE - For online transactions. 

ADVANTAGE - Augments and enhances . current auction schemes to 
provide a more entertaining and useful online transaction environment. 
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Abstract: We examine an approach to multi-agent coordination that builds 
on earlier work on enabling single agents to control their reasoning in 
dynamic environments. Specifically, we study a generalization of the 
filtering strategy. Where single-agent filtering means tending to bypass 
options that are incompatible with an agent's own goals, multi -agent 
filtering means tending to bypass options that are incompatible with other 
agents' known or presumed goals. We examine several versions of multi -agent 
filtering, which . range from purely implicit to minimally explicit, and 
discuss the trade-offs among these. We also describe a series of 
experiments that demonstrate initial results about the feasibility of using 
multi -agent filtering to achieve coordination without explicit negotiation 
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Abstract: When autonomous agents attempt to coordinate action, it is 
often necessary that they reach some kind of consensus. Reaching consensus 
has traditionally been dealt with in the distributed artificial 
intelligence literature via negotiation . Another alternative is to have 
agents use a voting mechanism; each agent expresses its preferences, and a 
group choice mechanism is used to select the result. Some choice mechanisms 
are better than others, and ideally we would like one that cannot be 
manipulated by untruthful agents. Coordination of actions by a group of 
agents corresponds to a group planning process . We introduce a new 
multi -agent planning technique, that makes use of a dynamic, iterative 
search procedure. Through a process of group constraint aggregation, agents 
incrementally construct a plan that brings the group to a state maximizing 
social welfare. At each step, agents vote about the next joint action in 
the group plan (i.e., what the next transition state will be in the 
emerging plan) . Using this technique agents need not fully reveal their 
preferences, and the set of alternative final states need not be generated 
in advance of a vote. With a minor variation, the entire procedure can be 
made resistant to untruthful agents. (20 Refs) 
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Abstract: When autonomous agents attempt to coordinate action, it is 
often necessary that they reach some kind of consensus. Reaching such a 
consensus has traditionally been dealt with in the distributed artificial 
intelligence literature via the mechanism of negotiation . Another 
alternative is to have agents bypass negotiation by using a voting 
mechanism; each agent expresses its preferences, ' and a -group choice 
mechanism is used to select the result. Some choice mechanisms are better 
than others, and ideally one would like one that cannot be manipulated by 
an untruthful agent. One such non-manipulable choice mechanism is the 
Clarke tax (Clarke, 1971) . Though theoretically attractive, the Clarke tax 
presents a number of difficulties when one attempts to use it in a 
practical implementations. The paper examines how the Clarke tax could be 
used as an effective 'preference revealer' in the domain of automated 
agents, reducing the need for explicit negotiation . (20 Refs) 
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Abstract: The area of automated negotiation has been of particular 
interest in artificial intelligence due to the important role negotiation 
plays in facilitating understanding and achieving cooperation among 
entities with differing interests. These entities may be individuals, 
organizations, governments, or automated agents. The paper presents methods 
for solving different aspects of automated negotiation : with whom to 
negotiate , evaluation of suggestions and the way to offer suggestions. 
These methods were successfully used to develop the system Diplomat, that 
may be one of the players in a board game, Diplomacy. This game is 
characterized by intense negotiation ,* a very large set" of possible 
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strategies and the absence of a trusted intermediary. Although Diplomacy 
players may break their promises, close cooperation is needed for a 
success. (23 Refs) 
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Record type: Abstract 

ISSN: 0885-9000 

ABSTRACT: - 

The World Wide Web's growing popularity is changing the nature of 
libraries. Digital libraries offer a huge range of multimedia 
inf ormation-everything from movies, speeches, images, and photos to sounds, 
text, and beyond. The amount of on-line material is exploding, and the 
infrastructure for locating and accessing material improves almost daily. 
With so much and such a wide variety of information available, the problem 
is changing from simply locating related information to locating the most 
relevant information efficiently and cost effectively. In building the next 
generation of digital libraries, artificial intelligence will play several 
important roles. First, the multimedia nature of digital libraries will 
require moving beyond simple keyword lookup of information to much more 
advanced document -processing capabilities in which the system analyzes the 
content through text analysis, image processing, and speech recognition. 
Second, the availability of such a huge amount of information will require 
advances in the infrastructure for organizing and accessing information. A 
promising approach to this problem is the development of information 
agents. These agents can provide a variety of services-such as searching, 
retrieving, filtering, and negotiating -that reduce the burden on the 
information user or provider. Researchers from several of the major digital 
library projects present their vision of AI ■ s role in .building digital 
libraries . 
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English Abstract 

An auction system and method suitable for use with online transactions 
which provides a plurality of enhanced auctions is disclosed. The present 
invention extends, augments or otherwise enhances various auction 
elements including, for example, temporal negotiations , bundled-based 
auctions, tournament auctions, team auctions, conversion auctions, and 
bargain market auctions among others. In addition, the enhanced auction 
modules may be used separately or together during the auction process. 

French Abstract 

L' invention concerne un systeme et un procede d'encheres adaptes a une 
utilisation avec des transactions en ligne, ce qui permet d'effectuer une 
pluralite d'encheres ameliorees. La presente invention etend, augmente ou 
encore ameliore divers elements d'enchere notamment , par exemple, des 
negociations temporelles, des encheres fondees sur un regroupement , des 
encheres en tournois, des encheres par equipe, des encheres par 
conversion ainsi que des encheres a marche negocie, entre autres . De 
plus, les modules d'encheres ameliores peuvent etre utilises separement 
ou ensemble pendant le processus d'enchere. 
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English Abstract 

A system for online virtual collections is disclosed. The online 
collection system having at least one participant, the online collection 
system comprising an online collection distribution module configured to 
allocate items to at least one participant. The online collection system 
having an online collection bank module operatively coupled to the online 
collection distribution module, the online collection bank module 
configured to maintain online collectibles in a database of the at least 
one participant. The online collection system having an online collection 
exchange module operatively coupled to the online collection distribution 
module, the online collection exchange module configured to trade online 
collectibles. The online collection system having an online collection 
redemption module operatively coupled to the online collection 
distribution module, the online collection redemption module configured 
to redeem the online collectibles for prizes. The online collection 
system having a plurality of online collectibles operatively coupled for 
communication to the online collection bank module. A method for online 
virtual collections is also disclosed. 

French Abstract 

La presente invention concerne un systeme destine a des collectes 
virtuelles. Ce systeme de collectes en ligne comprend au moins un 
participant, un module de distribution de collectes en ligne agence de 
facon a attribuer des articles .a au moins Am participant. Ce. systeme de 
collectes en ligne comprend un module de banque de collectes en ligne 
couple operationnel au module de distribution de collectes en ligne, ce 
module de banque de collectes en ligne etant agence de facon a maintenir 
des collectes disponibles en ligne dans une base de donnees du ou des 
participants. Ce systeme de collectes en ligne comprend un module 
d'echange de collectes en ligne couple operationnel au module de 
distribution de collectes en ligne, ce module d'echange de collectes de 
donnees etant agence de facon a negocier en ligne des collectes 
disponibles. Ce systeme de collectes en ligne comprend un module de 
rachat de collectes en ligne couple operationnel au module de 
distribution de collectes en ligne, ce module de rachat de collectes en 
ligne etant agence de facon a racheter en ligne des collectes disponibles 
pour des lots. Ce systeme de collectes en ligne possede une pluralite de 
collectes disponibles en ligne couplees operationnelles pour une 
communication avec le module de banque de collectes en ligne. Cette 
invention concerne aussi un procede destine a des collectes virtuelles en 
ligne . 
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The On-line Buyers Club System (OBCS) is a mechanism for the on-line 
purchasing of goods and services. The mechanism is targeted at user 
communities consisting of a large number of small-volume buyers (the 
"Buyers Club") . The primary function of the mechanism is to automatically 
aggregate the buying power of these buyers. The present invention 
provides a mechanism to promote competition among vendors (SELLERS) as 
well as a mechanism to influence buyers (BUYERS) to make a purchase. 

French Abstract 

Le systeme du Club des acheteurs en ligne (OBCS) est un mecanisme 
d 1 acquisition de biens et de services destine a des communautes d'usagers 
regroupant de nombreux acheteurs petits consommateurs constituant le 
susdit "Club". La fonction premiere du mecanisme est de regrouper 
automatiquement le pouvoir d' achat desdits consommateurs. L' invention 
porte sur un mecanisme mettant en concurrence les differents vendeurs, et 
sur un mecanisme incitant les acheteurs a consomme r.' 
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